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Business and consumer survey results 
In this number: 
Impact of the stock market 
events on the survey results 
THE MAIN POINTS IN BRIEF 
• The results of the surveys carried 
out in November 1987 show varied 
but consistently moderate reac­
tions according to the member 
countries and the different catego­
ries of economic operators in ques­
tion to the disturbances on fi­
nancial markets. 
• The Community's economic senti­
ment indicator shows a loss of one 
percentage point but that was lar­
gely due to a 20% fall in the share­
price index compared with the pre­
vious month. 
• In industry, the one point fall in 
the Community confidence indi­
cator was entirely due to the fact 
that in November order books lost 
three of the four points gained in 
October. 
• There was a further deterioration 
in the consumer climate in No­
vember. However, the level of the 
indicator is still above that for the 
period 1980­1985. The current 
level of the indicator probably 
does not yet fully reflect the impact 
of the financial market disturb­
ances on households. 
• A comparison of the shock caused 
by recent stock market events with 
the 1973 and 1979 shocks triggered 
by substantial and rapid rises in 
the price of oil shows that the 
measurable reactions of Com­
munity consumers have steadily 
become more moderate. 
GRAPH 1: Indicators of output and economic sentiment 
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TABLE 2: Developments on financial markets (monthly rate of change calculated over the period as %) 
VARIATION IN EXCHANGE RATES IN RELATION TO US DOLLAR (as %) 
Currency 
November 1987 
compared with August 1987 
August 1987 








BFR/LFR = Belgian franc/Luxembourg franc; DKR = Danish krone; DM = 
lira; HFL = Dutch guilder; ESC = Portuguese escudo; UKL = pound sterling 








DR PTA FF IRL LIT 
+ 2,1 +3,6 +2,8 +3,2 +2,8 
­0,4 +0,5 +0,7 +0,6 +0,5 
DR = Greek drachma; PTA = Spanish peseta; FF ■ French franc; 
HFL ESC 
+ 3,4 +2,3 
+ 0,9 0 





VARIATION IN SHARE PRICES 
(monthly rate of change calculated over the period as %) 
Country 
November 1987 
compared with September 1987 
September 1987 
compared with September 1986 
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Moderate reactions to the disturbances on financial markets. — 
The surveys carried out in November in the Community show 
varied but consistently moderate reactions according to the 
member countries and the different categories of economic oper­
ators in question to the disturbances on financial markets. 
The measures taken by the political and monetary authorities 
in response to market developments had not yet influenced the 
reactions of economic operators in November. The same applies 
to the efforts made in the United States to reduce the budget 
deficit. 
Loss of one percentage point for the leading indicator. — The 
Community economic sentiment indicator shows a loss of one 
percentage point but the fall is due primarily to the share­price 
index, which was down 20% compared with the previous month 
(see Table 1). Together with the changes in exchange rates (see 
Table 2), the stock market developments have probably affected 
consumer confidence, the indicator of which fell by two points1. 
By contrast, they scarcely appear to have troubled manage­
ments. The confidence indicator in industry shows a fall of only 
one point. 
Varying trends in the components of the Community economic 
sentiment indicator. — A comparison between the November 
1987 data and those for the first quarter of 1986 shows varying 
trends in the components of the Community economic sentiment 
indicator. Although the indicator showed at both times a value 
of 102,4, the share-price index in November 1987 stood at only 
62% of the level reached in the first quarter of 1986, after 
elimination of the long­term trend in prices. The consumer 
confidence indicator was down one point compared with its value 
in the first quarter of 1986. By contrast, the industrial and 
construction confidence indicators showed increases of 7 and 19 
points respectively between those two dates. 
The trend in share prices has led to a fall in the economic 
sentiment indicator in all member countries for which data are 
available, except in Italy because of the exceptional results 
recorded for construction in that country. 
Moderate deterioration in the industrial climate. — In manufac­
turing industry, the one point fall in the Community confidence 
indicator is entirely due to order­book levels, which in No­
vember lost three of the four points gained in October (see 
1 Unless otherwise indicated, all the following figures in the text represent 
balances of positive and negative replies. 
Table 3). It should be noted, however, that export orders are 
continuing to pick up. The prospects for prices continue to show 
a moderate upward trend in line with most of the corresponding 
data for the construction sector (see Table 4) and consumers 
(see Table 7). 
Comparison of the industrial climate by country. — The confi­
dence indicator is either marking time or down slightly in all 
member countries for which data are available, except in Ireland 
and Luxembourg. With the exception of those two countries and 
the Netherlands, order­book assessments are down everywhere. 
However, the falls recorded for this question represent no more 
than the total or partial loss of the gains made in the previous 
month, except in the case of Greece. 
With regard to the outlook for production, the overall picture 
of Community stability is an amalgam of different national 
trends. While in Germany, France and Greece the outlook has 
deteriorated by three or four points, there has been a five point 
gain in the United Kingdom. In the case of stocks, by contrast, 
the prevailing picture is one of stability. 
Major improvements in export orders have been recorded in 
France ( + 7), in Italy ( + 5) and in the United Kingdom (+4). 
It is necessary to go back to February 1980, May 1984 and 
March 1977 respectively to find more favourable results. This 
contrasts with the situation in Germany, where assessments 
have marked time since July and exporters remain appreciably 
more pessimistic than they were last year. 
The balance of respondents expecting price rises has increased 
substantially in the United Kingdom ( + 6) and in Italy ( + 5) 
but has diminished in Germany ( — 2). 
A further improvement in the construction industry. — The im­
provement in the construction sector is due primarily to an 
exceptional result in Italy, which will require confirmation (see 
Table 4), although the Benelux countries also made a contri­
bution. In Germany, by contrast, the indicator has fallen back 
to its average level of last year ( ­ 33), while the Community 
indicator stands at —7, as against an average of —22 in 1986. 
In the five countries for which data are compiled in November, 
the outlook for prices showed the same trend as the indicator. 
A further deterioration in the consumer climate. — The events 
on currency and stock markets have not been without their 
effects on European consumers. The consumer confidence indi­
cator fell from ­ 6 in October to — 8 in November. The current 
level of the indicator probably does not fully reflect the impact 
of the disturbances on financial markets on households, since 
they assess the consequences of stock market events for the 
GRAPHS 2-7: Indicators of output and economic sentiment 
GRAPH 2: Federal Republic of Germany 
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GRAPH 4: Italy 
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T A B L E 3 : Monthly survey of manufacturing industry — M o n t h l y q u e s t i o n s a n d the c o m p o s i t e industrial 
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TABLE 4: Survey of the construction industry 
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(a) The indicator is an average of the responses (balances) to the questions on order­books and employment expectations. 
(b) These are the extreme (high and low) values of the net balances of the different questions, reached in the course of 1972­1975 and 1979­1983, respectively. 
Sonne: European Community business surveys. 
general economic situation and their personal well­being only 
gradually. 
The Community indicator level is thus still higher than that for 
the period 1980­1985 for which the average indicator value was 
­ 1 5 . 
TABLE 5: European Community: 
consumer assessments 
US dollar rate 
(1 ECU = ... USD) 
Share­price index 
(1980= 100, not seasonally ad­
justed) 
Consumer confidence indicator 














­ 6 ­ 8 
Sources: Commission departments; EC consumer survey. 
From November 1986 to November 1987 the confidence indi­
cator lost only two percentage points, whereas the share­price 
index fell by 15% and the dollar by 19% against the ECU (see 
Table 5). Moreover, the deterioration in the consumer climate 
in November has not affected all member countries. In France 
and Italy, the situation has even improved somewhat. The rise 
in the confidence indicator in France is primarily due to the 
appreciably more positive assessments of consumers as to their 
readiness to make major purchases. In Italy, the indicator has 
been favourably influenced by optimistic expectations concern­
ing the personal financial situation of consumers and the overall 
economic situation. The recent events on stock markets have 
had appreciably less impact on consumer attitudes in Italy than 
in most other member countries. In Italy fewer people own 
shares than elsewhere because personal saving is oriented more 
towards government bonds. Furthermore, stock exchange prices 
had already been falling since the beginning of 1987 in Italy, 
with the result that the events of 19 October 1987 were not felt 
as a sudden shock there. 
Confidence indicator in 1986 and 1987 in the Community and the 
United States. — Recent events have certainly reinforced among 
consumers in certain member countries a negative trend which 
had already been evident for some time. This applies to Den­
mark, Greece and the Netherlands as well as to Germany, where 
the downward trend had set in in October 1986. In none of 
these countries, however, has the decline in confidence been 
such as to justify talk of a break in the trend observed since 
January 1986. 
A further group is made up of member countries in which the 
consumer climate has improved steadily since January 1986, 
namely Portugal, the United Kingdom and, to some extent, 
Belgium. In the remaining countries, the trend of consumer 
confidence cannot be clearly defined; such is the case in Spain, 
France, Ireland and Italy. The movements in national confi­
dence indicators therefore neutralize each other to some extent, 
— 7-
GRAPH 8: Differences in consumer assessments before and after 
the 1973 and 1979 oil shocks and the 1987 financial 
disturbances, in the Community and the United States 
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Source: EC consumer survey: University of Michigan, Institute for Social Research. 
which of course means that the Community indicator remains 
relatively stable. 
In the United States, by contrast, the variable which may be 
taken to be equivalent to a confidence indicator is subject 
to much more marked changes. Despite its downward trend, 
however, the level of that variable is still appreciably higher 
than that of the Community indicator. 
Consumers' replies to the monthly questions put in the harmonized 
Community survey between January 1986 and November 1987. 
— A growing number of consumers are concerned about devel­
opments in the general economic situation. Graph 9 shows that 
the danger of inflation has also been a cause for concern since 
October 1986. In addition, households continue to fear that 
unemployment will remain at a relatively high level. 
These negative trends are shown by a comparison of the differ­
ences in levels between the replies of Community and United 
States consumers. The table below sets out the expectations of 
these two groups of consumers concerning the overall economic 
situation and unemployment. It shows that, while the United 
States consumers' assessments were less optimistic in 1987 than 
in 1986, the level of those judgments remains much more favour­
able in the United States than in Europe. 
TABLE 6 : Anticipated developments in the general economic situation 
and in unemployment, in the Community and the United 
States 
General economic situation over 
next 12 months 


















Sources: EC consumer survey; University of Michigan, Institute for 
Social Research. 
Consumer reactions to stock market events compared with those 
following the 1973 and 1979 oil shocks. — Consumer reactions 
to the recent stock market and financial crisis have remained 
relatively restrained, at least on the evidence of the surveys 
carried out in October and November in member countries. In 
order to put those reactions into perspective, it would seem 
useful to compare them with those which followed the 1973 and 
1979 oil shocks, because in all three cases there was a rapid and 
serious deterioration in the economic climate in the industrial­
ized world. 
GRAPH 9: Consumer confidence indicator in the Community and 
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GRAPH 9 (continued): Consumer confidence indicator in the Community and the United States—trends in 1986 and 1987 
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Graph 8 shows the differences in level between the indicator 
values before and after the events of 1973, 1979 and 1987. The 
graph concentrates on the five member countries for which data 
are available for the three periods. In both the Community and 
the United States, the measurable reactions of consumers were 
more negative after the first oil price rise than after the second 
and most recent shocks 
21 December 1987 
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T A B L E 7 : Consumer opinion on economie 
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T A B L E 7 (continued) : 
P R I C E T R E N D S 
(coni.) 
— over next 12 m o n t h s 
U N E M P L O Y M E N T 
— over next 12 m o n t h s 
M A J O R P U R C H A S E S 
— at present 
— over next 12 m o n t h s 
S A V I N G S 
— at present 
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(d) Data of an experimental and provisional nature 
Source: European Community consumer survey. 
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, and that concerning 
Questions of European Community business and consumer surveys 
Manufacturing industry 
Monthly: 
— estimate of production trend in recent months: up, unchanged, down? 
order­books: above normal, normal, below normal? 
— export order­books: above normal, normal, below normal? 
— stocks of finished products: above normal, normal, below normal? 
— production expectations in the months ahead: up, unchanged, down? 
­ selling price expectations in the months ahead? up, unchanged, down? 
Quarterly (January. April, July and October) : 
— employment expectations for the months ahead: up, unchanged, down? 
limits to production: none, insufficient demand, shortage of labour, lack of equipment, 
others? 
production capacity: more than sufficient, sufficient, not sufficient? 
— duration of assured production: in months? 
new orders in the recent past: up, unchanged, down? 
— export volume cxpectalions for the months ahead: up, unchanged, down? 
— capacity utilization: in %? 
stocks of raw material: high, normal, low? 
All industries 
Half­yearly (undertaken in March/April and October/November): 
— investment trends and prospects: yearly percentage change of investment expenditure in 
current money values. 
Building industry 
Monthly (except for Denmark, Greece, France, Ireland and the United Kingdom, where the 
survey is carried out quarterly): 
— current production compared with the preceding month : up, unchanged, down? 
— factors holding up production: none, lack of demand, bad wether, shortage of manpower, 
shortage of material and/or equipment, others? 
— order­books or production schedules: above normal, normal, below normal? 
employment expectations in the months ahead: up, unchanged, down? 
price expectations in the months ahead : up, unchanged, down? 
Quarterly (January, April, July and October): 
duration of assured production: in months? 
Retail trade sector 
Montly (France and Italy bi­monthly): 
we consider our present business (sales) position to be: good, satisfactory (normal for the 
season), bad; 
wc consider our present stock to be: too small, adequate (normal for the season), too 
large; 
­ wc expect that our orders placed on suppliers during the next (three) months, cxlcuding 
purely seasonal variations, will be: up, unchanged, down; 
our business trend over the next six months, excluding purely seasonal variations, will 
improve, remain unchanged, deteriorate. 
Quarterly: 
— in the next three months, and compared with today, the number of persons wc employ 
will: increase, remain unchanged, decline. 
Consumer survey 
Monthly: 
— Financial situation of your household now compared to 12 months ago: a lot better, a 
little better, the same, a little worse, a lot worse, don't know. 
— Financial situation of your household, prospects over the next 12 months: a lot better, a 
little better, the same, a little worse, a lot worse, don't know. 
— General economic situation in the country now compared to 12 months ago : a lot better, 
a little better, the same, a little worse, a lot worse, don't know. 
— General economic situation in the country, prospects over the next 12 months : a lot better, 
a little better, the same, a little worse, a lot worse, don't know. 
— Price level now compared to 12 months ago: much higher, moderately higher, a little 
higher, about the same, lower, don't know. 
— Price trend over the next 12 months : more rapid increase, same increase, slower increase, 
stability, slight decrease, don't know. 
— Unemployment level in the country over the next 12 months will : increase sharply, increase 
slightly, remain the same, fall slightly, don't know. 
— Major purchases (furniture, washing machine, TV, etc.) at present: yes, right time; neither 
right nor wrong time, should postpone; don't know. 
— Major purchases next 12 months, compared to last 12 months: much more, a little more, 
the same, a little less, much less, don't know. 
— Savings at present, a reasonable time to save: yes, certainly; yes, perhaps; probably not; 
certainly not; don't know. 
— Savings by you or your household over the next 12 months: yes, certainly; yes, perhaps; 
probably not; certainly not; don't know. 
— Financial situation of households at present —■ financial assets accumulation : borrowing, 
drawing on savings, just making ends meet, saving a little, saving a substantial amount, 
don't know. 
Economic sentiment indicator 
The economic sentiment indicator is a composite measure in which the industrial confidence 
indicator and the consumer confidence indicator are given equal weight, while the construction 
confidence indicator and the share­price index are attributed half the weight of each of the 
other two. The share­price index is included in the composite indicator in ratio­to­trend form, 
in order to separate short­term or cyclical variations from long­term increases in the value of 
shares. The long­term trend of the series is calculated using the NBER Bry­Boschan growth 
cycle programme. For a fuller description of the economic sentiment indicator and its 
components, see the technical note in the November 1982 issue of this Supplement. 
Industrial confidence indicator 
The industrial confidence indicator is the arithmetic average of the answers (balances) to the 
questions on production expectations, order­books and stocks (the latter with inverted sign). 
Construction confidence indicator 
The construction confidence indicator is the arithmetic average of the answers (balances) to 
the questions on order­books and employment expectations. 
Consumer confidence indicator 
The consumer confidence indicator is the arithmetic average of the answers (balances) to the 
four questions on the financial situation of households and general economic situation (past 
and future) together with that on the advisability of making major purchases. For a more 
detailed description of the consumer confidence indicator sec technical note in the December 
1982 issue of Supplement C. 
Prices (excluding VAT) in Luxembourg 
ECU BFR IRL UKL USD 
Series B — 'Business and consumer survey results' 
( 11 issues per year) 20,80 21,50 
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